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AMENDING CIVIL SERVICE RETIREMENT ACT

FRIDAY, FEBRUARY 18, 1966

U.S. SENATE,
RETIREMENT SUBCOMMITTEE OF THE COMMITTEE

on Post Orrice aNDp CIVIL SERVICE,
Washington, D.C.

The subcommittee met at 10 a.m., pursuant to notice, in room
6202, New Senate Office Building, Hon. Gale W. McGee presiding.

Present: Senators McGee and Boggs.

Also present: David Minton, general counsel; Frank Paschal,
LeGrand A. Rouse 11, and Hugh B. Key I1, professional staff members.

(?enator McGer. The Subcommittee on Retirement will come to
order.

This hearing is convened to hear testimony on three bills which
have been passed by the House of Representatives and are pending
before this Subcommittee on Retirement. I think all of these measures
can be generally described as ‘housekeeping” in nature, in order to
correct certain administrative problems which have arisen because
of the language of present law.

H.R. 158 would permit the government of the District of Columbia
to make counterclaims against funds on deposit in the civil service
retivement and disability fund which belong to former employees of
the District government, or of the Federal Government.

H.R. 969 would extend certain retirement benefits to reemployed
annuitants whose final separation occurred during a period of several
months in the years 1960 and 1961.

H.R. 1746 would define the word “child” so that any natural child
of a deceased Federal employee would have an equal right to share in
a lump-sum settlement from the retirement fund as does a legitimate
child of the deceased employee.

(The bills referred to follow:)

[T1.R. 158, 89th Cong., 1st sess.]

AN ACT To amend the Civil Service Retirement Act to permit the recovery by the Government of
amounts due the Government in the settlement of claims under such Act, and for other purposes

Be it enacted by the Senaie and House of Representatives of the United States of
America in Congress assembled, That section 15 of the Civil Service Retirement
Act, as amended (5 U.8.C. 2965), is amended by adding ab the end thercof the
following new subsection: :

“(c) Notwithstanding any other provision of law, the Commission is author-
ized to take appropriate action on counterclaims filed by the Government as
sot off against amounts otherwise duc and payable from the fund to the debtors
concerned.””.

Passed the ITouse of Representatives February 10, 1965.

Attest: Rarre R. Roserts, Clerk.
1
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[IL.R. 969, 89th Cong., 1st sess.]

AN ACT To authorize redetermination under the Civil Sorvice Retirament Act of annuities of certain
reemployed annuitants

Be it enacted by the Senate and House of Representatives of the United States of
America in Congress assembled, That the last sentence of section 13(b) of the Civil
Serviee Retirement Aet, 5 U.S.C. 2263 (b}, is amended to read as follows: “Not-
withstanding the restriction contained in section 115 of the Soeial Security
Amendments of 1954, Publiec Law 83~761, a similar rigt.t to redetermination after
deposit shall be applicable to an annuitant (1) whose annuity is based on an in-
voluntary separation from the service and (2) who is scparated on or after July 12,
lgﬁo,ygfter such period of full-time reemployment which began before October 1,
1956.

SEc. 2. Notwithstanding any other provision of law, annuity benefits resulting
from enactment of this Act shall be paid from the civil service retirement and
disability fund.

Pasgsed the House of Representatives October 5, 1965.

Attest: Rarpa R. Roserts, Clerk.

[ R. 1746, 89th Cong,, 1st sess.]

AN ACT To define the term *“child" for lump-sum Xayment purposes under the Civil Service
Retirement Act

f Representatives of the United States of
America in Congress assembled, That section 1(j) of the Civil Service Retirement
Act (5 U.S8.C. 2251(j)) is amended by adding at the end thercof the following
sentence: ‘“The term ‘child’, for purposes of scetion 11, shall include an adopted
child and a natural child, but shall not include a stepehild”,

Ste. 2. The provisions under the heading “Civil Service Retirement and
Disability Fund” in title I of the Independent Ofices Appropriation Act, 1959
(72 Stat. 1064; Public Law 85-844), shall not apply with respect to benefits
resulting from the enactment of this Act.

Passed the House of Representatives February 10, 1955,

-Attest:

Be it enacted by the Senate and House o

Ravra R. Roserts, Clerk.

I think it would expedite matters if each of our witnesses would
present his testimony on all three bills at one time, and give the sub-
committee an opportunity to question the witnesses on all the bills at
the same time.

I wish to announce that the ranking member of this subcommittee,
Senator Ralph W. Yarborough, is necessarily absent this morning in
order to attend the funeral of our distinguished colleague in the House
of Representatives, Congressman Albert Thomas, of Texas.

Our first witness this morning is Mr. Andrew K, Ruddock, Director
of the Bureau of Retirement and Insurance, U.S. Civil Service
Commission.

Would you come forward? You may proceed in any way you see fit.

STATEMENT OF ANDREW E. RUDDOCK, DIRECTOR, BUREAU OF
RETIREMENT AND INSURANCE, U.S. CIVIL SERVICE COMMISSION

Mr. Ruppock. Thank you, Mr. Chairman and members of the
committee. I appreciate this opportunity to appear before you
today, on behalf of the Civil Service Commission, in support of H.R.
158, H.R. 969, and H.R. 1746. With your permission, Mr. Chairman,
I would like to briefly discuss all three of these measures—taking
them in numerical sequence.

The first bill, HR. 158, is the result of a District of Columbia
government proposal to amend the Civil Servica Retirement Act to
allow setoff against amounts due from the retirement fund to cover
an indebtedness due the District of Columbisa government.
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The original bill was amended, prior to House passage on February
10, 1965, to clearly spell out the Federal Government’s long-established
right to effect setoff. Authorizing setoff action on claims filed by the
“Government,” as defined in the Retirement Act, provides the
recovery right not only for the District government, but also for
Federal agencies, Government owned or controlled corporations, and
federally supported Gallaudet College.

The Commission’s report to the chairman of the full committee
on this bill, dated March 1, 1965, sets forth our official position on this
legislative proposal. I suggest that this report be made a part of the
record of this hearing.

Senator McGer. Without objection.

(The document to be furnished follows:)

U.8. CiviL Service COMMISSION,
Washington, D.C., March 1, 1965.
ITon. OniN D. JOHNSTON,
Chairman, Committee on Post Ofice and Civil Service,
U.S. Senate.

Dear Ma. CuairMan: This refers to your request of February 22, 1965, for
Commission roport on IL.R. 158, a bill to amend the Civil Service Retirement
Act to permit the recovery by the Government of amounts due the Government
in the scttlement of elaims under such act, and for other purposes.

A long line of decisions by the Comptroller General of the United States estab-
lishos oxisting procedure whercby moncy due from the retirement fund may be
used to satisfy an indebtedness to the United States in the ease. The right of
the Government to apply retirement money to satisfy an indebtedness has been
upheld by (1) the U.8. Circuit Court of Appoals for the Second Circuit on February
4, 1941, in the casc of Edward E. Boerner v. United States (117 Fed. 2d 387), (2)
the U.S. Distriet Court for the Southern Division of the Northern Distriet of
Alabama on June 24, 1943, in the case of Bryan Watson v. United States, and (3)
the U.S. District Court for the Southern Distriet of New York on May 13, 1944,
in the casc of Emilio Marrero v. United Slates.

This procedure is not applicable as regards an indebtedness to the munieipal
government of the District of Columbia, as noted in Comptroller Gencral’s
decision dated December 6, 1956 (36 Comp. Gen. 457), based materially on
opinion of the U.8. District Court for the District of Columbia, filed December
15, 1955, in the case of Sedgwick v. Young, Civil Action No. 917-55.

H.R. 158, if enacted, would amend the Civil Serviee Retirement Act to au-
thorize setoff, against annuity or refund otherwise payable thereunder, to satisfy
a District of Columbia indebtedness owed by either a former District employee
or a former Federal employee.

While the Commission gislikcs being in the position of & collection agency, no
roason is apparent why the Distriet government as a creditor should not be on a
par with Federal establishments.

Tt is believed also that for purposes of clarity and completeness the statutory
amendment may as well spell out, as it does, the Federal Government’s cstab-
lished right to effect setofl. Authorizing setoff action on claims filed by the
“(Government,”’ as defined in the Retirement Act, provides the recovery right not
only for the District government, but also for Federal agencics, Government-
owned or controlled corporations, and federally supported Gallaudet College.

The Commission offers no objection to the enactment of F.R. 158.

In connection with our report to the House Committeo on Post Office and
Civil Service on this bill, the Bureau of the Budget advised that there would be
no objection to the submission of this report to the ecommitteo.

By direction of the Commission:

Sincerely yours,
Jorn W. Macy, Jr., Chairman,

Mr. Ruppock. The Civil Service Commission has no objection
to the enactment of this legislation. As a matter of fact, for about
35 years, from 1920 to 1955, we did make setoffs from retirement
funds to recover amounts of indebtedness to the District of Columbia
government.

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700130003-2



Approved For Release 2005/06/06 : CIA-RDP75B00380R000700130003-2
4 AMENDING CIVIL SERVICE RETIREMENT ACT

But, in 1956, the Comptroller General rendered a decision, based
materially on the December 15, 1955, opinion of the U.S. District
Court for the District of Columbia in the case of Sedgwick v. Young,
holding that it was not appropriate to make setoffs to recover indebted-
ness to the District of Columbia government.

While the Commission has never particularly liked being in the
position of a collection agency, we see no reason why the District
government as a creditor should not be on a par with Federal establish-
ments. Enactment of this legislation would merely reactivate the
practice which prevailed from 1920 until 1955. I urge your favorable
consideration (»F this legislation.

The second bill, H.R. 969, is intended to benefit a limited number
of involuntarily separated retirees who were reemployed before
October 1, 1956, and who are ineligible for any redetermination of
annuity because they were separated from continuous full-time re-
employment service prior to the Retirement Aot Amendment of
October 4, 1961. I suggest, at this point, that the Commission’s
letter of November 5, 1965, to the chairman of the full committee on
H.R. 969 be made a part of the record of the subcommittee’s
proceedings.

Senator McGee. That will be made a part of the record without
objection.

(The document referred to follows )

U.8. Civir SERVICE CommiIssIoN,
Washington, D.C., November 6, 1965.
Hon. A. 8. Mixe MoNRONEY,
Chairman, Committee on Post O Jice and Civil Service,
U.8. Senate.

DEear Mgz. Cratrman: This refers further to your request for Commission
report on H.R. 969, a bill to authorize redetermination under the Civil Serviee
Retirement Act of annuitics of certain reemployed annuitants.

H.R. 969, as passed by the House of Representatives October 5, 1965, would
expand the application of an Qctober 4, 1961, amendment to the Retirement
Act to cover a few additional cases of retirces who were reemployed in the Gov-
ernment before October 1, 1956, and whase rights as a result of such reemployment
are still governed by the retirement law in effect before that date. The retirement
law before October 1, 1956, provided that an annuitaant aged 60 or over who
reentered the Federal service did so under the following conditions:

1. Annuity payments continued,

2. No retirement fund deductions could be withheld, but salary was reduced
by the annuity allocable to the period of actual employnient.

3. Annuity could “not be redetermined upon such person’s subsequent separa-
tion from the service.’”

The 1956 Retirement Act modified the situation for most reemployed annuitants
by adding a provision under which a recmployed rctiree serving continuously on
afull-time basis for at least a year became entitled, upor separation, to a supple-
mental annuity amount computed on his period of reemployment service. Later,
by the act of July 12, 1960, a further amendment was inserted whereby the re-
employed annuitant separating (on or after that date) with at least 5 ycars’
continuous full-time recmployment serviee could make retirement fund deposit
for his reemployment period and elect, in lieu of supplemental annuity, a complete
anhuity recomputation as though retiring for the first tinie.,

The law thus amended, however, specificslly cxcluded from these new provisions
“an annuitant whose annuity was based upon an involuntary scparation from the
service.” This exclusion presents no problem in respect to involuntarily scpa-
rated retirees recmployed on or after gctober 1, 1956; under Commission regu-
lations such retirees gencrally resume retirement coverage upon reemployment
and may retire anew upon later scparatior. But until the Retirement Aot was
again amended October 4, 1961, any such retirecs reemployed before October 1,
1956, still remained unentitled to any berefits based upon their reemployment
service. This 1961 amendment cxtended the 5-year recomputation privilege
(after deposit) to a few additional involuntarily separated retirees—those recm-
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ploycd before October 1, 1956, who continucd in full-time scrviee at least to
October 4, 1961, date of the enactment.

To deal with one known case of an involuntarily separated retirce who returned
to serve as postmaster from Juhe 2, 1953, to March 31, 1961, and to benefit any
other similar case, IL.RR. 969 proposcs to apply the 5-year recomputation provi-
sions to any involuntarily scparated retirec separated on or after July 12, 1960,
from a period of full-time rcomployment which began before October 1, 1956.
Since existing law bars Retirement Aet credit for part of the eitcd postmaster’s
service—from January 1, 1955, to March 31, when he was subjeet to social
sopurity eoverage and which accords him social seeurity benefits—the bill includes
an execption to this statutory bar. )

We have no precise data upon which to base an estimate of the cost inveolved
in this bill. One spceific ease is at hand and possibly a few others may arise,
but the total number of cases coming under the bill will be very limited, making
the total cost quite small.

Tho not cffect of this bill is to make the Ostober 4, 1961, amendment operate
retroactively from and after July 12, 1960. Geperally this Commission views
retroaetive applieation of retirement law libcralizations as not in keeping with
soundest practice. ITowever, because the fow cascs it will affect arc, from the
standpoint of the retircment law, cssentially on a factunl par with cases which
eame within the 1961 amcendment, the Commission offcrs no objeetion to the
enactment of H.R. 969.

The Bureau of the Budget advises that from the standpoint of the adminis-
tration’s program there is no objection to the submission of this report.

By direction of the Commission:

Sineerely yours,
Joun W. Macy, Jr., Chairman.

Mr. Ruppock. The Retirement Act amendment of July 12, 1960,
authorized annuity recomputation for an annuitant reemployed on a
full-time basis for at least 5 years, but specifically excluded the in-
voluntary separation annuitant from its benefits. The act of October
4, 1961, extended the recomputation privilege to certain reemployed
annuitants whose original retirement was involuntary, but only if
separation from reemployment oceurred on or after October 4, 1961.

The bill, IT.R. 969, under consideration this morning, would further
extend the recomputation privilege to cover involuntary separation
annuitants who were separated from 5 years or more of reemployment
service ending on or after July 12, 1960, the date recomputation was
first provided in the Retirement Act.

This legislation originated primarily to benefit one involuntarily
separated retiree who was rea_amployed as postmaster from June 2,
1953, to March 31, 1961. While so reemployed, he had social security
coverage by virtue of the 1954 Social Security Act amendments during
the period from January 1, 1955, to March 31, 1961, for which he
now draws an old-age benelit, and the bill includes an exception to a
provision attending the 1954 amendments to the Social Security Act
which bars Retirement Act credit for that period.

We offer no objection to enactment of this legislation. The limited
number of cases it will affect are essentially on a factual par with cases
covered by the 1961 amendment, which legislation the Commission
favored. ) ) )

We are unable to estimate the cost of this proposal, but we believe
the number of cases coming under the bill will be very limited, and
that the total cost will be quite small. _

Senator Boaas. 1 don’t know whether you wish, but could we go
back and ask one or two questions on this bill while we are on 1t?
Mr. Ruddock, could you tell us why the act of 1960 specifically
excluded the involuntary separation annuity. Was there a reason
why they specifically excluded it?

59-463——60-—2

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700130003-2



Approved For Relasss: 30R5/08/06 4 GhARDRASRA0380RA90700130003-2

. Mr. Rubpock. Yes. I think the reason basically went back to
the 1956 amendments. When the act was amended, effective October
1956, it provided that a person who had retived because of involuntary
separation, and who was reemployed in Federal service in effect would
c¢ome back under the Retirement Act as g contributing member and
his subsequent rights would be determined by whatever laws were in
effect at the time of his final separation; in other words, as if he had
never been retired. But that applied only to the individual who was
reemployed beginning on or after October 1, 1956.

For the person whose originul retirement had heen based on optional
retirement or anything other than involuntary separation, if he was
reemployed, the 1956 act provided that he would not again become a
contributing member of the retirement system but if he worked in &
full-time capacity for at least a year, then when he left that reemploy-
ment service his annuity would be increased by a supplement. The
supplement would be equal to 2 percent of the annual salary during
this period of reemployment multiplied by the years of service in-
cluded in the reemployment period.

So, it intended really that the law be more generous toward the
involuntarily separated retiree because his career had been inter-
rupted for reasons beyond his control.

%Vhen the act of July 12, 1960, was passed, it had in mind particu-
larly the voluntary retiree who had been reemployed not for just
1 year, required to earn a supplement, but who had been in a reem-
ployed status for 5 or more years; it provided for him a recomputation.
This caused, of course, no problem for the involuntary retiree whose
reemployment began on or after October 1, 1956, because in effect he
got a recomputation.

Then on October 4, 1961, the law was further amended so the re-
computation privilege was extended to those very few involuntary
annuitants whose reemployment had begun before October 1, 1956,
but it was mude to apply only to those separated on or after the
date of that amendment, October 4, 1961.

The purpose of this bill is just to make the July 12, 1960, amend-
ment, which first provided the recomputation privilege, available from
that point forward to both the voluntary and the involuntary retiree.

Senator Boaas. In other words you do not think that there would
still exist today, in light of the developments in attitudes or feeling or
regsonings in the committee or in the Congress, anything that would
cause them to specifically exclude the invoﬁmtary group?

Mr. Ruppock. In my opinion, the exclusion was not an intention
to——

Senator Boaas. They did not make a big point of it.

Mr. Rubpock. No, and they did not intend to deprive the involun-
tary retiree of something. We just failed to recognize that he also
needed this privilege.

Senator Bocas, Thank you.

Mr. Ruppock. The third bill, H.R. 1746, is a Commission-sponsored
proposal. In its letter of March 1, 1965, to the chairman of the full
committee, the Commission explained in some detail the need for
legislation to define the term “child,” to include an illegitimate child,
for lump-sum benefit purposes under the Civil Service Retirement
Act. I ask that the Commission’s March 1 letter be made a part of
the record.
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Senator McGus. It will be included without objection.

(The letter referred to follows:)
Crvin SErvICE COMMISSION,
Washington, D.C., March 1, 1965.
Hon. OLiN D. JOIUNSTON,

Chairman, Committee on Post O ffice and Civil Service,

U.S. Senate.

Dear Mr. CuairMan: This refers to your request of February 22, 1965, for
Commission report on 1I.R. 1746, & biil to dofine the term “child” for lump-sum
payment purposcs under the Civil Service Retirement Act.

fL.R. 1746 embodics legislation officially recommended by the Commission in
tho 87th and 88th Congrosses. Our submission to the 88th Congress resulted in
the introduction of 1[.It, 3612 and 8. 618. Public hearing was hcld Mareh 26,
1963, on H.R. 3612 by thc ITouse Committee on Post Office and Civil Scrviee.
Shortly thercafter the bill was reported (I1. Rept. 193, dated April 4, 1963) to the
1lousc of Roprescuntatives and was passed by that body on April 22, 1963. The
logislation did not progress in the Senate, however, and failed of enactment.

1I.R. 1746, which is identical to II.R. 3612 of the 88th Congress, proposes 2
clarifying amendment to the TRetirormment Act definition of “child” which is still
nceded.  An explanation of the basis for this need follows.

Prior to 1955, the provisions of the Civil Service Retirement Act authorizing
benefits to a child were interpreted by the Commission to include only a legitimate
child as that torm is used generally in the laws of domestic relations and statutes
of descent and distribution. Survivor annuity benefits, and also lump-sum doath
benefits were denied a child if evidence showed him to be illegitimate. This
construction of the law was in line with court decisions on similar statutory pro-
visions affecting social scourity benefits and pay and allowances of officers in the
uniformed serviecs.

[Lowover, in 19553, in a casc arising in Missouri (Viser v. United Stales, unreported,
decided February 28, 1955), the U.8. District Court for the Iastern Distriet of
Missouri held that sinee the Retirement Act did not specifically exelude illegitimate
children, they should be viewed as included. :

The Commission accepted and applied this principle for survivor annuity
and for lump-sum rotircment payments. When recnacting the Civil Scrvice
Retirement Act in its cntirety in 1956, Congress with Commission concurrence
Limited survivor annuity in this arca to a “pecognized natural child who received
more than onc-half of his support from and lived with the member or cmployee
in a regular parent-child relationship” (5 U.S.C. 2251(j)). This had the effect
of restricting the Visor holding to illegitimates as deseribed and denying survivor
annuity to thosc beyond that scope.

The 1956 definition docs not cxtend to lump-sum death payments under the
Retirement Act, which payments are duc only if no survivor annuity is payable
or if all survivor annuitics terminate before the amount to the deccased employee’s
credit in the retircment fund is cxhausted. Although the act does not presently
define “child” for lump-sum bencfit purposes, the Commission has since 1955
consistently followed the holding of the district court in the Visor case and docs
not withhold lump-sum benefits from illegitimate children.

Beeause the Retirement Act is silent as to its intention we are urged by claim-
ants and their attorneys to disregard the court dceision and not vicw it as a
precedent in States where illogitimates arc not entitled to inherit or are recognized.
as having rights inferior to those of legitimate children. A degire to have a uni-
form practice and consistent rule for all Federal employecs, and to avoid mis-
understandings, appeals from decisions, and litigation in the limited number of
affoeted eascs prompted the Commission to seek logislation to statutorily define
“ehild”? for lump-sum benefit purposcs as specifically including illegitimate
children. Since adult children generally are involved in lump-sum cases, the
half-support and living-with requirements applicable to survivor annuity situa-
tions arc omitted from the Iump-sum benefit definition as unnccessary.

H.R. 1746 proposes preeisely the amendatory legislation previously recom-
mendcd by the Commission and we urge that the bill be enacted into law. Enact-
ment of the bill will involve no Government cost, but will produce an ad-
ministrative saving by the elimination of disputces, appeals, and litigation in the
adjudication of lump-sum death bencfit claims.
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In connection with our report to the House Committce on Post Office and Civil
Service on this bill, the Bureau of the Budget advised that there would be no
objcetion to the submission of this report to the committee.

By direction of the Commission:

Sincerely yours,
Joun W. Macy, Jr., Chairmen.

Mr. Ruppock. Favorable consideration of this legislation by your
committee, with ultimate Senate approval, would greatly aid” the
Commission in the adjudication of lump-sum death benefit claims
under the Retirement Act, by statutorily approving the administrative
ruling which we have adopted and applied in this area since 1955.

Until 1955, the provisions of the Civil Service Retirement Act
affording benefits to a child were interpreted by the Commission to
include only a legitimate child as that term is used generally in the
laws of domestic relations and statutes of descent and distribution.
Survivor annuity benefits, and also lump-sum benefits, were denied
a child if evidence showed him to be illegitimate.

This construction of the law was in line with court decisions on
similar statutory provisions affecting social security benefits and pay
and allowances of officers in the uniformed services.

In 1955, in a case arising in Missouri, the U.S. District Coourt for
the Eastern District of Missouri decided that since the Retirement
Act did not specifically exclude illegitimate children, they should be
viewed as included. ‘Shortly thereafter, the 1956 Retirement Act
definition of “child” for survivor annuity purposes adopted the
principle of the court’s decision, but provided survivor annuity benefits
to a recognized natural child only if he received more than half his
support from, and lived in a regular parent-child relationship with,
the parent who was the Federal employee.

Although the act does not presently define ¢ child” for lump-sum
death benefit purposes, the Commission has since 1955 consistently
followed the holding of the district court and does not withhold
lump-sum death benefits from illegitimate children.

Because the Retirement Act is silent as to its intention, we are urged
by some claimants and attorneys to disregard the court decision, and
by others to view it as a precedent. This is particularly so in States
where illegitimates are not entitled to inherit or are recognized as
having rights inferior to those of legitimate children. The Commis-
sion’s desire to have a uniform practice and a consistent rule for all
Federal employees, and to avold misunderstandin s, appeals from
decisions, and litigation in the limited number of affected cases, has
prompted our initiation of this legislative proposal. I again urge
favorable consideration of H.R. 1746 by this committee.

This _concludes my prepared statement. I would like to thank
the chairman and the members of the committee for the time accorded
me to express the Commission’s views on these three bills. I will
be pleased to answer any questions.

Senator McGue. I have one question, Mr. Ruddock. In the bill
involving the District, what effect would that measure have on the
future annuity privileges of an annuity?

Mr, Ruppock. It would affect the annuity only if at the time
of retirement the individual was indebted to the District of Columbia
government, the government had exhausted all other means of re-
covery, and then asked us to recover by setoff from retirement funds.

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700130003-2



A .
prroved For Release 2005/06(06.: GlARRRAABIRIB0R000709130003-2

In that case we would make a collection from the annuity. We
would try to make that collection in the way that it would be, not
a hardship to the former employee.

We would try to make the collection over & period of time so that
he would not be deprived of receipt of his annuity for any given period.

Senator McGuE. This would not affect the future annuity that he
might become entitled to?

Mr. Ruppock. It would not affect his annuity rate; no, gir. The
setoff would be made only at such time as there 1s an amount payable
to him from the retirement fund.

Senator McGee. It would not affect any other separate annuity
funds that he might be entitled to in new employment.

Mr. Ruppock. As long as he was indebted to the District of
Columbia government and they had requested us to recover by setoff,
we would attempt to, and we would make collection from any money
payable to him from the retirement fund.

Gonator McGEE. From the District retirement fund?

Mr. Ruppock. It is all in one retirement fund, the civil service
retirement fund.

Qenator McGEE. You have answered that. My question had to
do with any future employment he might have that had nothing to
do with the District or the retirement I und of which the District is a
part; you would have no access to any future annuities that he might
build up?

Mr. Ruppock. We would have access to it if this resulted in
money payable to him from the retirement fund. Let me illustrate.
Tet us say he worked for the District of Columbia government and at
the time he left employment in the District of Columbia government
he owed them $200 for whatever legitimate reason.

Tet us say he goes to work immediately in the Department of
Agriculture (which is part of the Federal Government) and works there
for the next 10 years. While he is working and is a contributing
member of the retirement fund, there would be no way we could make
any setoff or recovery on that indebtedness because there is nothing
payable to him from the retirement fund.

Now, during that 10-year period the District of Columbia govern-
ment would have a confinuing responsibility to exert every reasonable
offort to make the collection directly from the man without recourse
to the retirement fund. :

Let us carry the example further. Let us say he is retired from
service after this 10 years with the Department of Agriculture and he
still owes money to the District of Columbia government and they
have asked us to recover by setoff. Then we would recover that debt
from annuity payable to him out of the civil service retirement fund
and the annuity would be based on both his District of Columbia
government and his Federal Government service.

Senator McGer. Senator Boggs?

Senator Bogas. Thank you, Mr. Chairman.

T think I understand this, Mr. Ruddock, but you say it already
applies to all the rest of the Federal Government?

Mr. Ruppock. Yes. :

Qenator Boaas. 1t only applies to the Government, no private
vendor that had a claim could come in?

Mr. Ruppock. No, sir.
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Senator Boaas. Now, suppose there is a question as to whether or
not the claim was a proper claim. Does it have to be adjudicated by
somebody as a proper claim before it acts as a setoff?

Mr. Rupbock. Yes: it would be adjudicated originally by the
creditor agency. In the case we are talking about this morning, it
would be the District of Columbia government. If the District of
Columbia government, having adjudicated that, decides it is a legiti-
mate debt and asks us to recover, then we do not assume a function of
determining either the validity of the debt or the amount, but we
would proceed to make the recovery.

We would advise the individual that he may take up his question
either as to validity or amount with the District of Columbia govern-
ment and if he is nat satisfied with their answer he may take it to the
Comptroller General of the United States for final determination.

Now if he takes it to the Comptroller General and is not satisfied
with that answer, he still has a reccurse to the court.

Senator Boaas. I do not know what the experience has been or
how often this has happened. I am just thinking of one case some
time ago Irecall. It did not have to do with the District of Columbia,
but the Government was trying to collect from somebody and the guy
claimed that he did not think he owed it properly. So the creditor
agency is the judge and jury and everything i deciding whether he
should pay that.

Would 1t not be a protection that if the creditor agency, bureau, or
whatever, of the District of Columbia had a claim against somebody
and after pursuing it with him personally the man denied it, then they
should have to take it to some proper court, and get a judgment on the
thing and then submit that under this procedure and proceed, rather
than throw the burden on the individual, to go to the Comptroller
General’s office, who is pretty busy,

I suppose that might take many-—how much time would it take?
It might take a long time.

Mr. Rubbock. It might take a long time.

Senator Bouas. And if he was not suceessful there he would have
to go to a court to protect his rights, it seems to me.

Mr. Rubpock. In my experience in the vast majority of these
claims there is no dispute as to either the validity or the amount. The
claims arise—I guess the primary reason is overpayment of salary which
would include overdrawn leave.

Probably the second would be failure to pay taxes.

Senator Boces. Failure to pay taxes; then under the law that
amounts to more or less g lien anyway.

Mr. Rubpock. That is a debt to the District of Columbia govern-
ment or the Federal Government as the case may be.

A third reason—I don’t know if this would be next in order—would
be advancs which are made to an individual who has to travel and
where his expenses do not come up te the advances and he leaves em-
ployment at a time when he has not repaid all of the advances.

There is one type which is in the minority, but we do get them
oceasionally. This would not affect the District of Columbia govern-
ment, but this would be an individual who has defaulted on an FHA
loan, where there is an indebtedness to FHA, and where we would
recover generally in small amounts over a long period of time from
the annuity.,
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Senator Bogas. As it applies now in the Federal Government gen-
erally, it amounts to a lien.

Mr. Rubpock. I believe the right of sotoff goes back to the old
principle of the right of the sovereign to set off against any amounts
due & claimant, any amount that the claimant owes him. So far as
the Federal Government is concerned the right is an inherent right
as has been so determined, rather than being one granted by statute.

Now this particular legislation, in addition to making that right
available to the District of Columbia government, would also put into
the statute the inherent sovereign right of the Federal Government
to effect setoff.

Senator Bocas. What you are asking for here is absolutely no differ-
ent than what already exists in all the rest of the Trederal Government?

Mr. Rubpock. So far as the Federal Government is concerned there
would be no change and it would be the same practice followed in the
District of Columbia government from 1920 until 1955. We have not
been following it since the decision in the case of Sedgewick v. Young.

Senator Bocas. Is there much of this?

Mr. Ruppock. I looked into that before a hearing on the House
side on this legislation, and at that time we estimated that we have
about 3,000 requests for recovery in the course of a year and that
they average about $200 per claim, although some of them would
be naturally larger and some would be smaller.

Our primary retirement mission is one of paying the benefits of
the Retirement Act, not being a collection agency, so we do require
the creditor agency to certify that they have exhausted all other
reasonable means of effecting recovery.

We do not accept a claim for an amount less than $5 because
we could easily end up with the collection costs exceeding the in-
debtedness. We do not accept a claim for a person who is cur-
rently employed because there certainly is a better means of recovering
in that case than by waiting until he retires and then trying to take
it from his annuity.

Mr. Minron. If an employee works for the District or Federal
Government for 5 years and accrues the right to a future annuity,
then leaves the Government and goes into private industry with
that right to future annuity, and he owes the District of Columbia
government an amount of money equal to his deposits in the fund,
what happens if the government of the District of Columbia comes
to the Commission and asks for payment?

Mr. Ruppock. In the case you cited, we would advise the District
of Columbia government that this individual has title to a deferred
annuity that it is not yet payable; that we are making a note of their
claim, that if, as, and when the individual reaches a point that be is
eligible for this annuity, if this indebtedness still exists we will collect
it at that time,

But we would not make collection by setofl against his account at
a time when it is not payable.

Mr. Mnrtox. And if that debt is satisfied from the fund at that
future time, he will still receive his annuity after the debt itself is
satisfied?

Mr. Ruppock. Yes, indeed. Carrying that example one step
further, if before he reached the point of eligibility for the annuity,
if he filed an application for refund saying, “I have decided not to
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wait for the annuity. Just give me my own account,” we would
recover the debt at that point and send him the balance.

Mr. MintoN. Thank you.

Senator McGus. With this many cases, roughly 3,000 cases,
what is the total Federal employment in the District?

Mr. Rubppock. Somewhere in the neighborhood of 200,000, but
the 3,000 is the estimate for the total Federal Government. The
estimate I believe that will come as debts to the District of Columbia
government would be about 200 u year.

Senator McGee. Instead of 3,000 the real figure would be 200 as
far as the District is concerned?

Mr. Ruppock. That is right. Three thousand would be the figure
for the whole Government.

Mr. MinTon. Would this authority be retrosctive to 19557

Mr. Ruppock. No, sir,

Mr. MintoNn. It would take effect as of the date of enactment?

Mr. Rubpock. It would affect only collections from amounts pay-
able from and after date of enactment to people who are indebted to
the District of Columbia government.

Senator McGer. In these several cases referred to, are there general
“old college tries’” made at collecting these funds through established
procedures, or is this a convenience that would be set up as a substitute
for working at it?

Mr. Rupvock. No, T don’t think it is & convenience anymore,
Mr. Chairman. T think it was at one time. ] think we were—if 1
may use the term ‘“used.” I might even say abused, because I think
at one time an agency thought it was much simpler for them to do
nothing about an overpayment of salary or if the man has not turned
in his locker keys, and they would just file a claim against his retire-
ment account. But we have worked out these procedures so we
can make collections which are reasonable and do it at reasonable
cost.

The claim coming from the agency must include a certification that
all other reasonable means of recovery have been exhausted, and I
think that is pretty conscientiously followed.

Senator McGrEe. Does interest run on the debt?

Mr. Ruppock. It does not run on the debt with us. Interest may
run on certain types of indebtedness; but the agency

Senator McGEeE. Like taxes?

Mr. Ruppock. The agency would file a claim with us saying,
“Would you collect so much,” and that is the amount we would
collect. If they said, “Will you please collect so much plus interest
accruing at such and such a rate until the date you collect,” we
don’t take that responsibility. We ask for a request for a specific
amount.

Mr. Pascuan. Mr. Ruddock, in the line of questioning with
Senator Boggs, did I understand you to say that a Federal employee
might be in arrears with his taxes on real estate, he might own g
home within the District, and if he had back taxes, would that be a
legitimate claim for the District of Columbia against this employee
with the Civil Service Commission?

Mr. Rubpock. Yes, sir.

Mr. Pascrar. Does the District of Columbia already have the
authority, like other cities. to go through the courts on back taxes?

Mr. Ruppock. I am not sure I know the answer to that.
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Mr. Pascian. What we were wondering is why they need to take
these claims to the Civil Service Commission rather than the court?

Mr. Rubpock. I cannot answer that. There would be no require-
ment that they bring it to us.

Senator McGer. There are no more questions.

Thank you, Mr. Ruddock, for helping us clarify the terms of these
three bills.

Mr. Ruppock. Thank you, Mr. Chairman.

Senator McGEE. Before proceeding to the next witness, T would like
to acknowledge the presence here of students from Milwaukee Uni-
versity School. I mentioned that particularly because, as a professor
for so many years and so far west that you could not get to Washington
with your class, I think this is an enviable opportunity, particularly
if you come into a little old hearing like this, which is not quite as
jazzy as something on TV. This 1s where the real work is domne.
This committee’s session this morning is multiplied dozens of places all
over the Hill at this very moment, and this is where the real effort is
made to try to turn out sound legislation.

You go over to the floor of either the House or Senate and you
would be surprised to find more than three or four Senators there.
Tf vou have been there, you have witnessed this. The reason is they
are over here working at precisely this kind of operation.

So T think it is wonderful that you take the time—under whatever
ouise—to get back here and participate in this laboratory of democ-
racy. We want to say it is nice having you here this morning.

The next witness is Mr. William A. Robinson, Assistant Corporation
Counsel cf the District of Columbia government.

You have with you Mr. Farber and Mr. Kidd, is that cocrect?

STATEMENT OF WILLIAM A. ROBINSON, ASSISTANT CORPORA-
TION COUNSEL, DISTRICT OF COLUMBIA GOVERNMENT; AC-
COMPANIED BY BARNEY FARBER, CHIEF OF THE ACCOUNTING
DIVISION

Mr. Ronsinson. Mr. Kidd is not here. Mr. Farber will be available
for any questions.

Senator McGEE. May 1 suggest to you that you might concentrate
your testimony. First, we will present your prepared statement, if
you have one, as though it were delivered and if you have any differ-
ences to suggest to the committee to Mr. Ruddock’s comments,
those will be more germane to our deliberations.

Myr. Roninson. L think Mr. Ruddock has very ably covered the
subject matter, but, nevertheless, we are pleased to appear here on
behalf of the Commission of the District of Columbia to present their
views on H.R. 158,

In their report on H.R. 158, dated March 18, 1965, addressed to
the chairman of the Committee on Post Office and Civil Service, the
Clommissioners recommended favorable action on the bill, the purpose
of which is to provide specific authority for the Government to set
off annuity payments, or refunds, payable to former employees from
the civil service retirement fund in_order to liguidate debts owed
the Government by such former employees of the Federal or District
Governments.

Approved For Release 2005/06/06 : CIA-RDP75B00380R000700130003-2



Appro¥éd For Releasen2005(06/06:r SIARBRPTSBO3E0R060700130003-2

The term ‘“government’” is defined by section 1(k) of the Civil
Service Retirement Act to include the municipal government of the
District of Columbia. Therefore, the bill, among other things, places
the District on a par with the Federal Government with respect to
liquidating debts owed it by former employees.

egislation similar to H.R. 158 was introduced in the 88th Congress
at the request of the Commissioners in an attempt to restore to the
District government rights with respect to setoffs which it had
enjoyed for over 30 years,

?[n 1956, the Comptroller General ruled in 36 Comp. Gen. 457, a
decision based in part upon the 1955 case of Sedgwick v. Young, that
the Civil Service Commission could no longer honor claims by the
District of Columbia for setoff of moneys in the retirement fund in
liquidation of debts due the District of Columbia government.

Since that time the District has been unable to press claims against
money due former employees from the retirement fund in order to
satisfy any indebtedness to the District governrsent.

In order to rectify this situation, the Commissioners request favor-
able action by this committee and Senate on H.R. 158.

I will be glad to answer any questions. Those of a technical nature
Mr. Farber, who is our accounting officer, will be in a position to
answer,

Senator McGeE. I think, in view of your position on the bill, that
we do not need to double track on the questions that we have already
raised with Mr. Ruddock and there wi?l be no questions.

We thank you very much for taking your time.

The next witness will be John Griner, president of the American
Federation of Government Employees.

STATEMENT OF THOMAS G. WALTERS, SPECIAL ASSISTANT FOR
LEGISLATION, AMERICAN FEDERATION OF GOVERNMENT
EMPLOYEES

Mr. Warrers. Mr. Chairman, Mr, Griner is unavoidably absent
this morning.

As his representative, for the record, my name is Thomas G. Walters,
special assistant to the president for legislation. I would like to
reecho the opening remarks that you referred to as these bills being
housekeeping measures.

We certainly subscribe to that philosophy and therefore we endorse
the intent of these three bills. [ would like for the record to show that
the average number of people retiring each year is somewhere around
60,000. Now, I understand from Mr. Ruddock that in 1965, due to
the so-called Daniels bill, that approximately 85,000 people retired
and, of course, that, percentagewise, proves geyond any doubt that
the number of people involved is very, very small in the so-called debt
recovery proposition.

With that explanation, we express our thanks and appreciation for
the privilege of appearing and, as I stated yesterday before a sub-
committee in this room, the honeymoon between the AFGE and the
Ciyil Service Commission is being continued.

Senator McGee. That is the proper point for the chairman to go
away.

Y‘Xu have no formal statement to be included in the record?
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Mr. Warters. No.

Senator McGee, Thank you.

The next witness, Mr. Nathan Wolkomir, president, National
Federation of Federal Employees.

STATEMENT OF EARL FINNIGAN, ON BEHALF OF NATHAN T.
WOLKOMIR, PRESIDENT, NATIONAL FEDERATION OF FEDERAL
EMPLOYEES

Mr. FrnnicaN. My name is Earl Finnigan. Mr. Wolkomir was
unable to be present and asked me to appear for him. We have a
statement which has already been given to you.

Senator McGes, Yes, sir, this statement will be filed in toto as
though you had delivered it, and if you have any differences to point
up here that have been touched upon, you may do so.

(The document referred to follows:)

graremENT oF NaruaN T, WOLKOMIR, PRESIDENT, NATIONAL FEDERATION OF
FEpERAL EMPLOYEES

My name is Nathan T. Wolkomir. I am president of the National Federation
of Foderal Employces. Our organization has a long reeord of interest in and sup-

ort of constructive retirement legisiation, going back to the original Retirement
‘Act of 1920, the enactment of which was a major objective of the NFFL when our
organization was founded back in 1917.

The subcommittee is addressing itsolf ab this time to threc measurcs affecting
the Federal retirement system which were passed by the FHouse of Representatives
last year but have not yct been acted upon by the Scnate.

With respeet to I1.TR. 969 and H.R. 1746, the NFT'E believes that a favorable
report on thosc measures, as they stand, is in order.

11.R. 1746 makes a clarification in the definition of “child”’ under the Civil
Service Retirement Act for purposes of lump-sum payment upon the death of the
annuitant. We, however, question the “gtepehild’’ restrietion. Should not State
intestacy laws be considered and therein be governed.

T1.12. 969 is designed to correet an inequity in the Civil Service Retirement Act
by expanding the application of an amendment that resulted in being unreasonably
rostrictive and thereby cover a few additional cases which are essentially on a
factual par with cascs covered by the amendment. Beeause of the inequitics
which have resulted, this legisiation should promptly pass.

As the House Committee Report No. 1035, dated September 20, 1965, on this
bill points out, the Civil Service Retircment Act was amended on July 12, 1960,
to permit a recmployed annuitant separating on or after that date to have his
entire annuity receomputed under existing law if (1) his original rctivement was
based upon a voluntary separation; and (2) he had at least 5 ycars of continuous
full-time recmployment service; and (3) deposit was made for the period of
reemploymeont.

Subscquently, the law was amonded to permit recomputation of bentfits under
the same conditions to & reemployed annuitant separated on or after October 4,
1961, but whose original retirement was based upon an involuntary separation.
Whereas the equity of recomputation was realized in the amendments of July 12,
1960, and October 4, 1961, the committee pointed out that an inequity remained
in those cases of involuntary ratirees whose reemployment terminated between
these dates. The language of the present legislatuion cffcetually removoes that
incquity.

l\q/[r. )(Ilhairmsm, while we support the passage of H.R. 1746 and H.R. 969 in
their present form, we eannot support IL.RR. 1568 as it presently is written.

11.R. 158 would amend the Civil Serviee Retirement Act to permit all agenecies
subjeet to the act to use the retivement fund moncys as a source for the payment
of an obligation the cmployce may owe the Government.

For some time the General Accounting Office has held that the executive branch
had the authority to offcet counterclaims against retirement fund moneys, but
the District of Columbia government and Gallaudet College were denied this
means of collecting moneys owed them. This bill was first introduced in 1962
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at the request of the Distriet of Columbia government. Tt would give legislative
authorization for the effecting of counterelaims by the exccutive branch, the
Distriet of Columbia government, and Ciallaudet, College. The NFFE is againgt
any prerogative, including the GAQ authority, to infringe on the retirement
funds. This is adverse to a “senior citizens”’ eoncept of being.

Mowever, rather than violating the integrity of the retirement fund, the com-
mittee should perhaps direet itself to such encroachments as—

1. State and TFederal inheritance taxes: We call to the committee’s
attention TT.R. 11438, introduced by Representative Love of Ohio. This
bill would prevent State and munieipalities from collecting inheritance taxes
on Federal retirement annuities.

In addition, we call the committes’s attention to attachment 1, a letter to
Congressman Daniels, which states that the Wisconsin Supreme Court
has ruled that annuities would be exempt.

2. We are also attaching hereto as attachment 2 our testimony to the
Cabinet Committec on Federal Staff Retirement Systems. This com-
mittee was to have reported as of December 1, 1965, and to date we are
still awaiting this report.

((‘zimve consideration should be given to the consiructive recommendations
made.

With the above considerations and amendments in mind, we urge a favorable
report on ILR. 969 and IL.R. 1746. We appreciate your courtesies and the
opportunity of appearing today.

Mr. Finnrean. The only thing I would like to do is emphasize that
we urge H.R. 158 not to be enacted for the reasons that have been
touched on here, namely we do not think there has been sufficient
effort made on the part of the agency to collect.

Senator McGEekE. Through the nermal channels?

Mr. Finnican. That is right, and we think also the burden should
be on the agency rather than on the employer. So that is the gist
of our remarks.

Senator McGee. That is understandable; and that is in your
statement?

Mr. FinNIGAN. Yes, sir.

Senator McGge. It is g very small percentage of the total claims.
The committee will weigh the two positions which are in juxtaposition.

Thank you very much.

The committee will keep the record open for 5 days for any addi-
tional statements that in hindsight or further reflection might seem
to be in order.

With that understanding the Subcommittee on Retirement will
adjourn.

(Whereupon, at 11 a.m. the subcommittee adjourned.)

O
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